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CERTIFIRD HAIL

poar Applicant:

Ui have ~ompleted our review of your application for recegaition of exemprion
from fodzral incsme tay upder scction 501icy (3 of the Internal Rivenve Code,

Th~ information you submittod indicatss that yow were incorporated under the

lavs of the IR v I v <tited

ces 1z ot diccomipate Chriatian principles and teachirgs through czainars,
{afr snd Bikle ©lazsce.  You stats yow will caryy ouwt these purpesds
to zoction GOLIcY (1) nf the Internal Revenue Code,

te ~f Ipsorporation further gtate yow =111l be erganized exclusively

-

17

Tour Lxt g4

fzr viiigzicons and cdocatioual purpoges, including for such purpsses as the
waking of Aietributicns to oryganizaticnse described under soction 5814023} of
rive Intornal Rovenus CTodz,

{rur Srticles of Incorporation ales contain the statament "Ho part of the net
carninae T the corporation chall dwwrs teo the bepefit of or bo distributable
} affizors, or ather privat: peezon arcepr that the
reypoerztion shall be anthorizod and smpovercd to pay roasonabls compongal ion
for scrvices vendirad and to make pavments and distributions ia furtherance of
cortion S0)ichidy of the Internal kavemws Lodo,”

to its

Your Articloz of Incorporation contain adeguate provisions for tue
Aictrirution of your sscste in the ovent yonr organization disse

Tour Lrt iz 21iszo provids rthat the buzinosz of the wministry
shall Lo id:A in thy By-Lave and the officers likowies chall

e rovl
bo o olozted as providad 1o the By-Lavs,
four rurront Bracd of Dirocyors consicts of:
- L--)}’!" ﬂt
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Your Articles of Incorporation do nct contain any further information
regarding your activities or internal operations. All information regarding
these activitiecs are referenced to be contained in your By-Laws which have not

boen provided.

Your major activities as stated in your applicaticn, invelve full time
evangelism. Yon state you hold seminare, Bible study classes and revivals in
church buildings, auditoriums and tents. VYou have provided information to
support that this activity has beesn carried out on 3 regular basis gince

Incone to your organization comes from contributions from the general public.
puring HEEE vou shov receipts of SHENEEN.

puring I vour financial statement shows the following expenses were paid
from the organizations receipts.

I Budget

Iten amowr:

Rental Expense
Depreciation
Other Expenses
Legal Fees
Supplies
Telephone
Postage & Shipping
Qcoupancy
Equipment Maintenance
Printing Publications
Travel
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Total

You have provided projected budget informatior for years Bl 2 Bl This
information details the followinyg amounts for receipts and expenses.

Receipts | ]
Contributions S s
Expenses
Rent of equipment s S
Depreciation [ ] ]




{bxpenses con't.)
Other Expenses (Listed) s SHIEE
‘Telephone
postage & Shipping
Equipment maintenance
Printing Publications

Travel

Qccupancy

Supplies
Total Expenses N e
Net Proceeds s s I

You have indicated in your application that there ar¢ no expinditures for
compensation, salaries or wages, or a parsonage of any typs.

You have also indicated in your applications financial data, that in addition
to paying & rental fee for equipmert used by the ministry, the ministry will
pay to maintain the upkeep and repair of the leased equipment and this expensa
will be entered under eguipment, maintenance and occupancy.

You have indicated in subsequent information that the equipment being leased
by the ministry is owned personally by d, President of
. :

You have provided information to indicate that in [ a total of S -as
paid for eéxpenses related to the rental of, and maintenance of equipment from

You have indicated on the projected financial budgets that for HEEM, that

. will be spent for rental of equipment with SHEEEM. estimated for
maintenance, and for [, SHEEE for rental of equipment with SHENEE
zstimated for maintenance.

You have subssquently provided a statement titled “"Rental Contract”, wvhich is
submitted as verification of an arms length agreement betvween NG

I :nd

Although this contract contains an itemized list and a statement as to the
need for - ghe equipment being leased, it does not contain any authorizing
51gnature9

Section 501(c)(3) of the Internal Revenue Code provides for the exemption from
tederal income tax of organizations organized and cperatad exclusively for
religious, charitabla and other stated purposes.



Income Tax Regulations section 1.501 () (3)-1(a) (1) provides that, to be
exempt, an crganization described in section 501(c) (3) must be hoth organized
and operated -xclusively for one or more of the purposes described in this
section. If an organization tails to meet either the organizational test or
the operational test, it is not examnpt.

Regulationg section 1.501(c) (3)-1(b) (1) specifics that an organization ig
organizad exclusively for one or more exempt purposes only if its articles of
organization limit the purpeses of such organization to one or more exempt
purpeses. :

kKegulations saction L.501 (e} {3)~1¢2) (1) stipulates that an organization will
be regarded as oporated exclusively for one or more exempt purposes only if it
engages primarily in activities which accomplich any of the activities
specified in section 501(c)(3). Ap organization ¥ill not be so regardsd if
mere than an insuwhstantial vart of its activities is not in furtherance of an
ezempt purpose.

Section 1.501(c) {3)~1{d) (1) (i} of the regulations state that ap organization
is not organized or operated exclusively for exempt purposes unless it gserves
public rather than private interest. Thuz, to meet the requirement of this
section, it ig hecessary for the organization to «stablish that it is not
organized or operated for the benefit of private interosts such as designated
individuals, the creator or his family, or perscns controlled diractly or
indirectly by such private interests.

Our review of your Articles of Incerporation have determined that a
substantial part of your organizations operation has not been adequately
explained.

Yithin your Articles of Incorporation you have referred to your By-Lawe for
information regarding the business of the cerporation and the election of
vfficers of the corporation,

You have failed to provide a copy of the By-Laws which specificaliy address
the operations of the |

Revanue Ruling 76-91. 1971 C.B.. 150, discusses in part the elements required
for an arm's length transaction. This revenue ruling states that ... where
an organization purchases asasts from an independent third party, a
presupption exists that the purchase price (arrived at through negotiations)
represents fair market value. However, where the purchaser is controlled by
the seller or there is a close relationship betwesn the two, at the time of
sale, this presumption cannot be made because the elements of an arm's length
transaction are not present.



fmp revied ~f the Anformation submitted fndistes that 1 Josa thon wum's

Length trancyerion axfete b twcun N ¢

I rgriding the tontal, maintenanco and npkeop ~f nquipmant
cwned by | »» o224 t- hie ministry. The need for dorumontation
tegarding the tental wctaity han not beon aupprrt by ap unsuthoriz:od rental

Njlrament.

Yoo have oot provtidod in the vgroemant neceassry data tagarding, sporific
length of rantal, amount ~f rental and the necconsary authorization for the

rontal,

T quality tor oxamption under section 010~} {3), the applicant crganizatinon
has the buprden of showing. ‘1) that 4t vas organized and operated exclugively
for roligious othor stated purposoe, (2) that no part of its net earnings
fnured to the benotit of s private individual or shareholder, and (2) that no
gubstantit]l part of fta activities consiered of the Aissemination of
propagands or othervine attempting to influence legislation or cngaging in
politizal s=tivity, National Association of American “hurches v, Commissioner,
P2 TC 17 11984},

Jur analysie of your activzities tndicates more then an insubatantial bencfit
te the Preeidont of your organization,

onr revdevw hae indicated that for [ SEEEEE 22 paid to I and
cxpenscs of S vhere patd for B i »2intenance of his personal
propecty.  Aleo v¢ have estimated, bisad on projected budgets that for B -

tota) benetit of SHHE 72 tor I > totn) penetit of SHE viil be

realized.

An overall average of teceipts of the crganization to expenses paid directly
cr 1ndirectly to [N vov1d cqual s of the organizatione gross

receipts,

Our reviev of the application ind subsequent information subnitted indicates
that while your osrganization meets the organizational test to be cxempt under
saction 501(c)(3), you have n t met your burden of proof to show that yon are
sperated exclusively for an enumpt purpose 4escribed in this scction. Vhile
same of your activities .corve a religious purpogse, the use ot ministry funds
to pay f{or expenses incurred Py the tounders, indicates that you are operated
ter 1 substantial nonexempt purpose. In addition, your activities serve the
private interests of ycur founders and creators rather than public purpotes
and your net earnings inure to the beneiit of private individu.ls.



-

pased on the intormation submitted, we have dotermined that your are not
gntitled te exemption under goction 501(c) (3) and arc a tagable cutity., Yon
ate rogquired to file tederal income taz returng on Porm 1120,

Contyibutizcne to your crganization are not deductitic undor cection 170 of the
t'nde,

1t you 10 not agrow with onr detcrmination, you may requent ~onaideration of
this matter by the Otfice of Roginnal Directer of Appeals. To do thig, you
should file a writren appeal am erzplained in the en~losed Publication 892.
your appeal shonld give the facts, lav, and any other inforwation to support
yout position. If you vant a hearing, please request it wvhen you filo your
appeal and you will be contacted to arrange a date. The hearing may be hold
at the rogional oftics, or, 1f your request, at any mutually convenient
district stfice. 1If you will be ropresented by someonc vho is not one of your
principal cfticers. that person will need to file a pover of attorney or tax
information authorization with us.

If you 4o not appeal this determination within 30 days from tho date of this
letter. as explained in the enclosed Publication 892, this will become our
final detcrmination on this matter. In accordance with geection 6104(c) of the
Code, we are notitying the appropriate state officials of this determination.
rurther, it you dc not appeal this determination within the time provided, it
vi1l be considered by the Internal Revenne Service as a failure to exhaust
available administrativas remedies. Section 7428(b)(2) provides, in part,
that, "A declaratory judgment or decree under thie gzection ghall not be isgued
in any procseding unless the Taz Court, the Claims Court, or the district
court of the United Stat«s for the District of Columbia determines that the
organization involvcd has cxhausted administrative remedies available to it

within the Internal Revenue Service.”

Sincarely you:s,

Acting District Director

Enclosure: Publication 892

cc: Stats Attorney General @D



